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E.O. 11652N/A 
TAGS: EFIN, IT 

SUBJECT: FINANCIAL MARKET DEVELOPMENTS (78-7) - MONEY AGGREGATES 

1 . INTERNATIONAL MONETARY TRANSACTIONS IN JUNE. 

THE NET ASSET POSITION IN GOLD AND FOREGIN EXCHANGE OF 
ITALIAN MONETARY INSTITUTIONS, I.E. BANK IF ITALY AND 
COMMERCIAL BANKS. WAS $803 MILLION HIGHER IN JUNE THAN 
IN THE PROEVIOUS MONETARY TRANSACTIONS IN JUNE WERE: 

(1) AN INCREASE IN OFFICIAL FOREIGN EXCHANGE RESERVES 
OF $860 MILLION; (2) THE SECOND IN QUARTERLY REPAYMENTS 
OF $350 MILLION ON THE EC'S 1.8 BILLION MEDIUM-TERM 
CREDIT; (3) AN INCREASE OF $470 MILLIO IN THE NET 
FOREIGN DEBTOR POSITION OF THE COMMERCIAL BANKS; AND 
(4) A $175 MILLION EUROMARKET BORROWING FOR FINACNING 
RECONSTRUCTION IN THE FRIULI EARTHQUAKE REGION. THE 
BANK OF ITALY'S MEDIUM AND LONG-TERM LIABILITY POSITION 
HAS BEEN COMING DOWN SINCE THE GEGINNING OF THE YEAR 
AS THE ITALIAN AUTHORITIES HAVE MET PROMPTLY AND 
EVEN ACCELERATED OFFICIAL DEBT REPAYMENTS. THE ONE 
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BILLION DOLLARS THAT WAS DUE THE BUNDESBANK, FOR EXAMPLE, 

IN SEPTEMBER WAS REPAID IN JULY, I.E. 

TWO MNTHS EARLY. THE NET FOREIGN LIABILITY POSITION 
OF THE COMMERCIAL BANKS, ON THE OTHER HAND, WHICH 
HAS BEEN FLUCTUATING BETWEEN 6 AND 7 BILLION DOLLARS, 

ROSE IN JUNE TO THE UPPER END OF THIS RANGE. THE NET 
INDEBTDNESS OF THE BANKS IS MORE "COVERED" NOW, HOWEVER, 
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BY OFFICIAL FOREIGN EXCHANGE HOLDINGS THAN IN THE FIRST 
HALF OF 1977, AND IN ANY CASE, THE BANKS' INDEBTEDNESS 
IS IN LARGE PART MATCHED BY COMMERCIAL CREDITS EXTENDED 
BY ITALIAN EXPORTERS. (TABLES 1, 2, 3) 

2. MONEY AND FINANCIAL DEVELOPMENTS. THE DECLINE IN 
DOMESTIC INTEREST RATES THAT TOOK PLACE IN 1977 LEVELED 
OFF IN THE FIRST MONTHS OF 1978, AND RATES HAVE CONTINUED 
STABLE AS OF MID- JULY. THE RATES OF INCREASE OF THE 
MONETARY AGGREGATES HAVE ACCELERATED SLIGHTLY IN 1978. 
THE 12-MONTH RATES OF GROWTH OF THE MONEY AGGREGATES 
ARE NO FLUCTUATING AROUND 23-24 PERCENT, AS 
COMPARED TO 21-22 PERCENT IN 1977. IN THE CASE OF 
MONETARY BASE, ALTHOUGH THE RATE OF GROWTH HAS 
CONTINUED AT ROUGHLY THE SAME LEVEL THROUGH JUNE 1978 
AS IN 1977, 1.E. AROUND 20 PERCENT A YEAR, THE SOURCES 
OF GROWTH HAVE ALTERED SIGNIFICANTLY. IN 1978, DIRECT 
BANK OF ITALY FINANCING OF THE TREASURY HAS AGAIN 
BECOME THE MAJOR SOURCE OF BASE CREATION, IN 1977 
THE CENTRAL BANK WAS ACTUALLY ABLE TO REDUCE ITS HOLDINGS 
OF TREASURY OBLOGATIONS, THUS DESTROYING BASE MONEY. 
INTERNATIONAL TRANSACTIONS ARE CONTINUING TO CONTRIBUTE 
TO MONETARY EXPANSION IN 1978; THIS YEAR. HOWEVER, 

THE MAJOR FACTOR IS THE SURPLUS ON CURRENT ACCOUNT, 
WHEREAS IN 1977 IT WAS THERIST IN THE NET SHORT- 
TERM DEBTOR POSITION OF THE BANKS. (TABLES 4 AND 5) 
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3. TABLE 1 MONETARY MOVEMENTS (MILLIONS OF DOLLARS) 
MAY 1-31 JUNE 1-30 JAN 1-JUNE 30 

1 . BOI/UIC - -35.5 1,572.4 

GOLD 

CONV. FOR. EX. 892.4 859.9 1,189.8 

OTHER 109.2 448. 409.3 

TOTAL BOI/UIC 1,001.6 1,273.0 3,171.5 

2. COM. BANKS’ NET 

FOREIGN POSITION- 17 1.1 -469.6 -459.7 

3. SURPLUS/ 

DEFICIT 830.5 803.4 2,711.8 

1) INCLUDES GOLD STOCK REVALUATION OF $1,572.4 MILLION IN 
THE PERIOD JANUARY- JUNE AND OF -$35.5 MILLION IN JUNE. 
EQUAL CONTINGENT LIABILITY INCLUDED IN "OTHER". 
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4. TABLE 2- FOREIGN RESERVE POSITION (MILLIONS OF DOLLARS) 


1977 1978 1978 

DEC 31 MAY 31 JUNE 30 

1. BOI/UIC 

GOLD 11,260.0 12,867.9 12,832.4 

CONV. FORLEX. 7,960.0 8,289.9 9,149.8 
OTHER (1) -5,585.6 -4,017.0 -3,603.9 

TOTAL BOI/UIC 13,634.4 17,140.8 18,378.3 

2. COMMERCIAL 
BANKS' NET 

FOREIGN POS. -6,573.3 -6,563.4 -7,033.0 
TOTAL 7,061.1 10,577.4 11,345.3 

(1) INCLUDES LIABILITIES TO EC, BUNDESBANK AND IMF. 

5. TABLE 3- EXTRAORDINARY TRANSACTIONS (MILLIONS OF DOLLARS) 
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MAY 1-31 JUNE 1-30 JAN 1 -JUNE 30 
IMF POSITION 195.7 

IMF (1974) STANDBY -371.0 

IMF (1977) STANDBY 

IMF OIL FACILITY -31.4 -83.6 

BUNDESBANK GOLD LOAN -17.0 517.0 

EC LOAN -349.6 -699.2 

GOLD REVALUATIONS -35.5 -1.472.4 

EUROMARKET LOANS -98.8 175.0 3.0 

6. TABLE 4 - FOREIGN EXCHANGE AND MONEY MARKET RATES 
JAN 4 MAY 24 JULY 19 

LIRA/S SPOT 861 872 847 

LIRA/S 6 MO. 902 897 864 

LIRA/S BLACK MKT. 883 875 843 

LIRA DEPRECIATION, IN PERCENT 1) 

ALL CURRENCIES 40.11 39.34 39.22 

DLOOAR 32.53 33.39 31.41 

EC CURRENCIES 46.44 45.48 45.87 

INTEREST RATES 

INTERBANK 3 MO. 11.375 11.875 11.875 

TREASURY BILL, 

3 MO. 2) 11.80 11.1.80 11.34 

PRIME RATE 16.00 16.00 16.00 

LIRA/S 3 MO. DIS 
COUNT 10.8 5.7 3.6 

AVERAGE BOND 14.149 13.734 13.726 

1) CALCULATED RELATIVE TO QUOTATIONS ON FEB 9. 1973; 
WEIGHTED ACCORDING TO GEOGRAPHIC DISTRIBUTION OF 
ITALIAN TRADE. 
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2) AT REGULAR END-OF-MONTH AUCTION; LATEST AVAILABLE 
RATE IS FOR JUNE. 


7. TABLE 5 - MONEY AND CREDIT AGGREGATES (12-OMONTH 
RATES OF CHANGE IN PERCENT) 

1977 1978 

DEC MAR APR JUNE 
MONETARY BASE 1) 18.9 23.4 - 21.3 

Ml 2) 21.9 24.1 23.6 - 

M33) 24.0 23.9 - 

TOTAL DOMESTIC 

CREDIT 17.8 18.8 17.6 - 

DATA FOR 1978 IS STILL PRELIMINARY 

1) EXCLUDING POSTAL DEPOSITS 

2) CURERENCY IN CIRCULATION PLUS DEMAND DEPOSITS 

3) Ml PLUS SAVINGS DEPOSITS AND TREASURY BILL HOLDINGS 
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